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SUBJECT: PRESS REPORT ON US COTTON CONTRACT CANCELLATION 

REF: HONG KONG 1455 

1. LATEST AVAILABLE USDA FIGURES (JANUARY 26) SHOW 
467,000 RBA IN OUTSTANDING EXPORT SALES TO PRC. ALTHOUGH 
THERE HAVE BEEN SOME SMALL CANCELLATIONS IN THE LAST FEW 
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ERS), DEPARTMENT AND USDA ARE NOT AWARE OF ANY ACTUAL 
OR IMPENDING LARGE-SCALE CANCELLATIONS. WE NOTE, HOWEVER, 
THAT SOME OF THE PRC CONTRACTS EXTEND AS FAR BACK AS 1973 
AND THAT THERE MAY BE A LARGE SPREAD BETWEEN CONTRACTED 
PRICE AND CURRENT MARKET PRICE. THIS IS PRESUMABLY OF CON- 
SIDERABLE CONCERN TO PEKING, PARTICULARLY IN VIEW OF 
CURRENT PRC FOREIGN EXCHANGE PROBLEMS. 

2. FYI. WE ARE INCLINED TO DISCOUNT STRAUSS' LINE OF 
REASONING ON DIVERSION TO HONG KONG FOR A NUMBER OF REASONS, 
INCLUDING: (1) PRC HAS PURCHASED RELATIVELY LITTLE SHORT 
STAPLE COTTON FROM US; AND (2) PRC CANCELLATIONS TO DATE 
HAVE BEEN SMALL. END FYI 

3. FOR HONG KONG AND PEKING: ANY INFORMATION YOU DEVELOP 
ON PRC INTENTION TO CANCEL US COTTON CONTRACTS WOULD, OF 
COURSE, BE OF CONSIDERABLE INTEREST IN WASHINGTON. KISSINGER 
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